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BCBSMo Celebrates

Years of the
Medicare Progrant

Nobody believes the costs of employee health benefits can be brought under control.
But remember, there was a time when people thought the same thing about polio.
It wasn't that long ago that a polio
epidemic posed a crippling threat to the
nation's children. Fear and despair were
rampant. But medical science persevered,
and an effective vaccine was developed.
Today, the cost of employee health benefits is crippling businesses-costing them nearly 50%
of their profits.* To benefits managers, the future
looks grim. But Blue Cross and Blue Shield of
Missouri has already begun to remedy the situation by controlling costs without cutting quality benefits.
*furrune, February 27 , 1989

We do it with new, cost-effective, flexible
programs-programs that enable us to work with
you to meet your specific needs. With new options
designed to strengthen your health benefits
dollars-and give your business a Healthy
Advantage.TM
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t has been my privilege to work with

our Government Programs division
on a number of proposals and
projects throughout the years.
No group works harder: they put in
long hours to get the job done. Their
motto is "Whatever it takes." They deeply
care about serving their beneficiaries and
providers.
And during all this toil, they know
how to say "thank you" when someone
lends a helping hand.
During the past 2 5 years, many
BCBSMo employees have worked in our
Government Programs division. Many
are retired, but many are still plugging
away eveiy day. This issue is dedicated
to all employees, both former and
present, who have made Government
Programs such an integral, and
successful, part of our organization.
Deborah Wiethop
Editor, "BENCHMARK"

( Comments are welcome. Send to:
"BENCHMARK" Corporate Communications,
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BCBSMo Celebrates

Years of the
Medicare Program
''/ am extremely proud of our
people. Many of our staff had to
be diverted from their regular jobs
to explain over and over the
complexities of Medicare and
supplementary coverage to our
older members and to develop and
inform members about the new
programs designed to complement
Medicare."
Oscar W. Rexford
Presideht, 1958-1973
Blue Cross Hospital Service, Inc.
Statement to Employees
July 1966
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"We are very pleased to have the
opportunity to improve and
expand our seroice responsibilities
to Medicare beneficiaries, providers and the government. Th-is
is a role we are proud to have had
a significantpart in pioneering in
Missouri."
Robert E. Shelton
President/CEO, 1973-1986
Blue Cross Health Services, Inc.
Statement to Employees
December 1980

"We intend to increase our emphasis on our Government Programs capability, and we will take
every action to ensure that all
publics involved with the program
are totally satisfied with our efforts.
You have my commitment, as well
as that of our Board of Trustees,
that we will make ourperfonnance
a standard by which other intermediaries may be judged and the
level of excellence to which they
may aspire. "
Roy Heimburger
President/ CEO
Blue Cross and Blue Shield
of Missouri
Letter to HCFA
Febrmuy 1987

0

ne of the largest changes in
the delivery of health care in
our nation's history came into
being with the stroke of a pen. Title
18, Medicare, and Title 19, Medicaid,
became law with the signature of
President Lyndon B. Johnson on July
30, 1965.
For the next eight months, the
offices and hallways of St. Louis Blue
Cross at 14th Street and Olive Boulevard in downtown St. Louis buzzed
with questions and rumors about
their possible involvement in the new
program, scheduled to cost $3.17
billion and affect 19 million nationwide during its first year.
The Blue Cross system entered
into the contract with the U.S. government to operate a nationwide
administrative service for Medicare.
Hospitals were asked to choose a
local intermediary.
On April 1, 1966, St. Louis Blue
Cross officials received a telegram
from the Missouri Hospital Association notifying them of their resolution
recommending St. Louis Blue Cross
as the fiscal intermediary for Medicare
for Missouri hospitals in the eastern
three quarters of Missouri.
The Visiting Nurse Associations of
Greater St. Louis and Springfield and
the St. Louis Association of Homes for
the Aging also nominated St. Louis
Blue Cross as fiscal intermediary.
Start-up for the program was
scheduled for July 1.
"In a very short lead time, we had
to spend a lot of time with the
government, the national (Blue Cross
and Blue Shield) association and the
providers," said Robert E. Shelton,
then executive vice president of St.
Louis Blue Cross.
"In addition to staffing the new
Medicare department, we had to
coordinate the changing of our direct
pay programs. It was a horrendous
problem trying to convert over
100,000 people to our Medicare
supplemental programs."
"Hectic" is the word that comes
to mind when Rexford remembers
the early days of Medicare.
"I remember going to the office
every Saturday morning and spending
most of the day studying the new law
and regulations," Rexford said. "The
office was full of people tearing the
Act apart, trying to understand the
new regulations."
Financial, Legal and Communications added Medicare to their ongoing
activities; only claims processing was
established as a separate department.

The Medicare contract is signed. Edwin L. Crosby, M.D., executive vice
president and director of the American Hospital Association (left) watches
Walter J. McNerney at his left sign an agreement as president of the Blue
Cross Association while Robert M. Ball, commissioner of the Social
Security Administration, signs his copy with Arthur E. Hess, director of
the Bureau of Health Insurance, looking on. The contract made Blue Cross
an intermediary for the institutional aspects of Medicare.

The first local Medicare employee was
William A Billings, who was named
manager of claims administration.
Billings retired from Blue Cross and
Blue Shield of Missouri (BCBSMo) in
1988 after 37 years of service.
"We had a pretty chaotic first year
or two," Billings said. "The major
problem was that the ground rules
were constantly changed at the last
minute. We would hear one directive
from the government and another
one from the (Blue Cross and Blue
Shield) association. When we had
straightened that out, we would hear
something different we were supposed to do."
Robert G. Davis, now director/
Contract Administration department,
reported to Billings as assistant
supervisor/ Hospital Care division.
"Every week for the first six
months, HCFA (the Health Care
Financing Administration in Baltimore) sent revisions to the previous
week's instructions. But the charge
from HCFA that never changed was
that the intermediary should pay

everything right away. LBJ wanted
Medicare to be the greatest event
since the signing of the Declaration
of Independence."
The two people most crucial to
the success of the program in the early
days were the manager of Medicare
and the teletype machine manager,
Davis said.
"The wire system handled everything from Baltimore," Davis said. "It
took several months to train people
to run the wire. And it wasn't sufficient
to handle the large volume coming
from Baltimore. But it's what we had
to work with."
Crucial to the success of the
program were good communications.
A large part of that job fell to Mary
Augustine, director/ Communications. She retired in January 1985 after
25 years of service.
"It was absolutely crazy," Augustine said. "I remember dashing to
Chicago for the latest information. It
was mass confusion, but I remember
a terrific 'esprit de corps' among the
employees.
BENCHMARK, Summer 1990
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"It was a tremendous feeling
being part of history."
Augustine and Clifford S. Graham,
then director/ Enrollment, were
members of a committee that made
recommendations on what supplemental programs were needed for
older adults.
"We had a lot of fun, but there
was an awful lot of work to do," said
Graham, now senior vice president/
Client Satisfaction. "Ten percent of
our business was age 65 or older and
we wanted to keep all of it."
Graham notes that Medicare and
Medicaid were the first major interventions by the federal government
into our business.
"We were a lot smaller then, of
course, and almost everyone in the
company was involved in this major
undertaking," Graham said. "Working
up literature, checking everything,
speaking to groups and providers all had to be coordinated."
Of course, Medicare was just as
new to the public as it was to the
health care industry and many looked
to St. Louis Blue Cross for answers
to their questions.

Lester C. Himstedt
Vice President/Government Programs

The front desk had a steady stream
of customers.
"Several peak days occurred when
well over 200 members and prospective members descended on our
incredibly calm, patient and sympathetic membership service representatives," according to the July 1966
company newsletter, Chats 'n Facts.
"The representatives handling telephone calls - in several departments
- have been having an equally hectic

time. Some days a single person has
handled a hundred calls or more. Of
course, the switchboard has been
taking the brunt of this too."
In addition to being one of the
most significant events in the history
of the company, the Medicare program also was the start of the phenomenal growth of St. Louis Blue
Cross. What began with a small first
step in 1966 became a major enterprise during the next 25 years,
consisting of increasingly larger bill
volumes, reimbursement amounts,
number of providers and complexity
of programs.
"It was a big, big change going
from a small intimate organization to
a large one," Augustine said. "We had
to grow up."
The personnel department interviewed more than 300 job applicants
during an eight-week period in mid1965. Starting with about 40 employees, the Medicare department
grew to about 120 by 1969/ 70.
"We were like a family who grew
up together," said Judy Teiber,
currently manager/ Program Assurance/ Bill Processing. She joined the

Questions? Call Freeman

N

Dorothy Freeman
Beneficiary Services Representative
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early 90 percent of Dorothy
Freeman's days for the past 22
years have been spent on the
phone with people with questions,
concerns or complaints.
"But I don't have any complaints,"
says Freeman, beneficiary services
representative/ Government Programs. "We service 825,000 Medicare
beneficiaries, so you can see why
we're so busy. That red light on my
phone keeps blinking, but it makes
the day go by quickly."
Freeman has spent all but one day
of her 22 years at Blue Cross and Blue
Shield of Missouri (BCBSMo) in the
Government Programs Division.
"I worked for Blue Cross my first
day," she recalls. "The Medicare
manager came down at 5 o'clock and
told me they needed me in
Medicare."
She answers phone inquiries and
follows up on written correspondence. "People ask questions about
their coverage, what they need to pay,

problems they're having with a
hospital," she says. "Often they
request an Explanation of Benefits
(EOB)."
Until eight years ago, EOBs were
sent out routinely to Medicare beneficiaries. "The government changed
its policy and asked that we send out
EOBs only when people request
them," she says.
The impact of this decision is
shown in Freeman's workload. "I used
to get 15 calls a day. Now on a Monday
we'll get 85 to 90. It's nothing like
it was 20 years ago," she says.
A healthy dose of patience helps
when talking with older adults about
their health benefits, Freeman says.
"But I like talking to the older
people," she says. "They're really
sweet. They tell you about their
problems and their families, but you
can't be rude. You have to be patient
and go over everything carefully.
"I wouldn't be doing this for 20
years if I didn't like it."
■

company in 1969 as an admissions
clerk "We've always cared about the
beneficiaries and the providers. From
the early days, our motto has always
been 'Whatever it takes."'
Lester C. Himstedt, now vice
president/ Government Programs,
joined the Medicare department in
1970 as assistant manager/ Medicare
Claims.
His first job was to handle what
were called "the pink cards."
"The Finance department had
been storing data processing cards;
they called them pink cards," Himstedt said. "They had never been told
what to do with them. Sometime in
1969, HCFAcalled to tell us that these
cards needed to be worked."
At that time, there were about
60,000 of these cards on file in
Finance.
"At first, we in Medicare did not
even know where they were. HCFA
had delivered them to the Finance
area, without explanation, since they
involved potential change in claims
payment.
"When we discovered that
Finance had them, we didn't know
what to do with them. We went to
the manuals and couldn't find any
references. We sat and waited for
HCFA to come and tell us what to
do with them. And they did. We found
out that we needed to invent a new
process - adjustments."
The cards are called RTis (Return
To Intermediaries) and are used to
make bill adjustments for HCFA
From the outset of the Medicare
program, operational procedures
and training programs necessary for
program administration were implemented. At first, audit activities were
subcontracted. Then, in 1969, Medicare hired, trained and developed
a core staff of financial auditors to
better manage reimbursement
within the company's contract reimbursement area. A medical consultant, Vencel Hollo, M.D., was hired
to develop medical review guidelines and establish a review unit
staffed by registered nurses. His first
major duty was to educate the
professional and provider communities in an understanding of coverage
issues required by Medicare law.
Hollo, now retired, still maintains an
office as a consultant to BCBSMo.
If the 1960s were the years of
chaos, the 1970s were HCFA's "beginning of control" years, said Himstedt.

Top photo: Members of the 1990 Government Programs team include Pamela
Simms, Cookie Parson, James Hemmersmeier and WIiiiam Wields. Bottom
photo: Bobbie Kelly (at table, left) and Guy Jinkerson (right) answer questions about the Medicare program at a workshop in May 1966.

"At first, if a bill came in, we were
to pay it," Himstedt said. "By 1969,
some patterns and procedures and
regulations were developing. 1972
was the year of the first major
legislative changes to Medicare."
At this time, the Professional
Standard Review Organization
(PSRO) was established to improve
the medical administration of
review criteria. Also, a large new
client segment - the disabled and
persons with chronic renal disease
- became entitled to Medicare
coverage.

"HCFA had finally decided that
they wanted to manage the program,"
Himstedt said. "It was the true
beginning of Medicare growth, both
in terms of volume and complexity."
The Medicare management team
added support mechanisms, both in
systems capability and personnel resources. In 1974, Medicare successfully installed the Model A claims
processing system developed by the
Blue Cross Association for use by
fiscal intermediaries. In 1975, the
company developed and installed an
innovative, on-line data entry system
to better accommodate this "batch"
system.
The Medicare management team
became active in the National Medicare Systems Technical Advisory
Group (NMSTAG) and used this
opportunity to review the systems
applications and operational efficiencies of other contractors. During this
time period, a serious restructuring
of the Medicare claims operation was
undertaken.
These management and systems
changes led to a substantial decrease
in the cost per bill (Medicare claims
are known as bills), and thus in
Medicare administrative costs in
Missouri.

Robert G. Davis
Director/Contract Administration
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Near the end of the decade, HFCA
issued a Request for Proposal (RFP)
for an experimental fixed-price contract in the state of Missouri and
Johnson and Wyandotte counties in
Kansas. HFCA had decided to test the
viability of competitive fixed-price
bidding as well as the efficiency and
economy of having all Part A administrative responsibilities within a
geographic area handled by one told

to get it done.
"We had a really crazy situation.
The word processing system was in
Chicago. We had to do data entry over
telephone lines and get the information back over a printer from Chicago.
There were so many obstacles. The
final weekend we worked through
Friday and Saturday nights without
any sleep.
"We had round-the-dock typists.

Blue Cross Plan Mail Room employees gather to celebrate the completion
of many weeks of hard work preparing for the gigantic mailing. The year
is 1966.

intermediary, instead of several.
"HCFAhad been given the authority to experiment with the contractors," Davis said. "Congress wanted
to do something about contractor
cost. Missouri was chosen because
our performance had been pretty
good and there were five contractors
here."
The Medicare team again went to
work "It was really wild," Teiber said.
"It was an incredible amount of work
and long hours. I still can remember
when Bob (Davis) and others threw
all the furniture out of a hotel room
so that they would have enough space
to work on the proposal."
Barbara Wilhite, now director/
Office and Building Services, acted as
an informal project leader on the
project.
''The first proposal was a killer,"
Wilhite said. "No one really knew
what he or she was doing. I was just

6
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Mr. Shelton had to call 1WA to hold
the airplane on Sunday afternoon so
that the proposal would get to
Baltimore on time."
Wilhite says that they nicknamed
Judy Way "no doze" in honor of her
all-hours supervision of the Word
Processing troops. Way is now administrative assistant to Edward J. Tenholder, senior vice president/ Information Systems. Peggy Oates, now
product publicity communications
specialist, was known as "You can't
print that" Oates for her efforts as
project grammarian.
In November 1980, Blue Cross
was notified that it had been awarded
the first experimental Medicare Part
A fixed-price contract in the country.
The contract meant a 30 percent
increase in the Medicare operations.
"I can still see Mr. Shelton running
down the hall, shouting, 'We won. We
won,"' Teiber said.

Under the new contract, Medicare
served 300 providers ( up from 170)
and 730,000 Medicare beneficiaries
(up from 440,000). St. Louis Blue
Cross opened a Medicare office in
Kansas City.
"With the fixed-price contract, we
really became centralized for the first
time," Davis said. A new Government
Programs division was formed to draw
together all Medicare functions that
had been part of other divisions,
including Audit and Reimbursement,
Claims and Provider Relations.
To this day, BCBSMo is the only
Plan that is a prime Medicare Part A
contractor.
In December 1980, the Government Programs division began the
complex task of incorporating the
processed histories and pending
workloads of five fiscal intermediaries
into the company's new Medicare
claims processing system. The task
was completed in time for the first
operational day of the new contract,
July 1, 1981.
The 1980s were years characterized by expansion through legislation, Himstedt said. And with the
growing national budget deficit,
HCFA started looking more closely at
reducing program costs.
Government Programs worked
closely with HCFA in support of a
changing contractor role.
One of the most significant
changes in health care delivery that
this country has ever witnessed was
implementation of the Prospective
Payment System (PPS) for Medicare
Part A hospitals. Under PPS, hospitals
are paid fixed amounts based on the
principal diagnosis for each Medicare
hospital stay - diagnostic related
groupings (DRGs). The effects of
DRG-based payment have reached
beyond the boundaries of Medicare
and into all facets of the health care
delivery system.
Government Programs relied
heavily on its experienced audit and
reimbursement staff and its systems
programming personnel; by Oct. 1,
1983, St. Louis Blue Cross was processing Medicare PPS claims.
In late 1986, a new corporation
was born - Blue Cross and Blue
Shield of Missouri. This new company
brought with it a renewed vitality and
commitment to client satisfaction.
This new commitment, and six

I

successful years as HCFA's partner in
the experimental fixed price contract,
was crucial when HCFA asked
BCBSMo to rebid the contract. (The
first three-year contract was extended
three times.)
"We can win this rascal," said the
new president/ CEO Roy Heimburger
in March 1987. "It is now up to us.
We can win it, we can lose it. Let's
make sure that we don't stop one yard
short of the goal."
Again, the Government Programs
team went to work. Led by Project
Director Himstedt and Project Coordinator James Eckrich, the team
worked all hours of the day and night
- for a total of 10,000 man hours
over a three-month period. Slightly
sidetracked by a change in the
competitive bidding process by HCFA
in early April 1987, the team shifted
gears and delivered a winning proposal. The new contract was for three
years starting Dec. 1, 1987.
"I credit Roy (Heimburger) for
his awareness of the need for political backing," Himstedt said.
"When we did compete for the new
contract, we were positioned well
enough to win."
Government Programs has started
the 1990s with another move. The
move to 1 City Center in downtown
St. Louis brings together employees
from three locations - 4444 Forest
Park Blvd., the REGIS building on
West Pine Boulevard and most of the
Kansas City staff. (The Provider
Relations staff will remain in Kansas
City.)
And although no one has a ciystal
ball to help predict what will occur
during the coming decade, one thing
is certain: there will be plenty of
change.
"We do anticipate HCFA eliminating a number of contractors in order
to have a fewer number with standard
and shared processing systems,"
Himstedt said.
"If a fiscal intermediaiy is to stay
in business, it must be willing to
expand," Davis said. "No longer can
we say 'we'll keep what we have, leave
us alone.'"
Government Programs is a significant part of BCBSMo's business, in
fact, "a dynamite piece of business,"
according to Robert Shupe, senior
vice president/ Operations. "Under
the leadership of Les Himstedt, we

President's Message
Roy Hei-mburger/President and CEO

I

t's a matter of much pride for Blue Cross and Blue Shield of Missouri
(BCBSMo) that we have been a part of the public-private sector
partnership of Medicare since the first day.
When the federal government became the primacy payer for health
care for older adults a quarter of a centuiy ago, there were still needs that
the private sector had to fill.
There had to be health care benefits offered that would pay for that
care not covered by Medicare; and private sector companies had to step
forward to help cariy the administrative burden for the fledgling Medicare
program.
Health care coverage for older adults has always been a Blue Cross and
Blue Shield priority. Continued coverage was available for our members after
they reached retirement age and in 1962 - before Medicare - we began
to offer the Blue Senior program for persons over 65 who had not previously
been Blue Cross and Blue Shield members.
With the coming of Medicare, Blue Cross and Blue Shield had supplemental
programs ready for the market and we have expanded and modified those
programs over the years to meet the shifting needs of Medicare beneficiaries.
When it comes to administering health care benefits programs, no one
has more experience than Blue Cross and Blue Shield. We were named
in 1965, on the recommendation of the Missouri Hospital Association, to
serve as the fiscal intermediaiy to adjudicate and pay the hundreds of thousands
of new Medicare claims. In 1980, Blue Cross and Blue Shield won the nation's
first competitively bid, fixed-price contract to serve as fiscal intermediaiy
for Medicare Part A in Missouri and Johnson and Wyandotte counties in Kansas.
In the past quarter centuiy, BCBSMo has paid literally millions of Medicare
claims, amounting to billions of dollars.
We are convinced that Medicare demonstrates the kind of public-private
sector cooperation necessaiy to address the health care needs of our older
adult citizens.
With this same kind of cooperation, we can begin to find ways to address
the health care needs of all our citizens. Cooperation by the public and
private sectors in health care financing can work. It has worked for a quarter
of a centuiy.
■

have maintained an outstanding
performance record and fulfilled our
responsibility in an exemplary
manner while adjusting to significant
changes in legislation and administrative priorities."
Recent performance scores for
Government Programs have been
among the best in histoiy. The overall
Contractor Performance Evaluation
Program score ( CPEP) for the fiscal
year ending Sept. 30, 1989, was 97
percent. This score was tied for third
in the nation; the 1988 score of 98
percent was tied for second place. The
scores evaluate cost, quality and
timeliness of the contractual
obligations.

In the BCBSMo fiscal year ending
Dec. 31, 1989, there were 825,000
Medicare beneficiaries and 620 institutional Medicare providers in our
area. Bill (claims) payments to
beneficiaries topped $1.7 billion; a
total of 1.7 million bills were processed.
"We believe that the Government
Programs division enhances the
image of BCBSMo," said Himstedt.
"And we believe that we make a
fmancial contribution to the bottom
line. We plan on continuing to be
creative and innovative in seeking
new and better ways to serve the
Medicare community in Missouri."
- Deborah Wiethop
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Who Should Pay?
Nation looks at costs of high-risk lifestyles

D

raining his third martini,
John Q. Mogul, president of
Dinosaur, Ltd. , lit another
cigarette and shook his head
sadly at his lunch companion.
"We just got our health care benefits
renewal and rates are going up again,"
Mogul said with a frown. "I don't
understand it."
Kindred spirits that they were,
Mogul's companion, Morgan J.P. Doubloon, executive vice president of Dinosaur, Inc., nodded so vehemently in
agreement that he almost spilled the
whipped cream he was spooning onto
his chocolate torte.
"I know, I know," Doubloon said.
"Something has got to be done about
health care costs."
During the after-lunch brandies and
cigars, Mogul and Doubloon tried to
work out some logical reason for their
climbing health care benefits costs. But
there seemed to be none.
"I don't know why health insurance
is so expensive," Mogul said. "We may
need the government to step in. "
"Right," Doubloon said, "Right. Shall
we walk back to the office?"
"Walk three blocks?" Mogul said. "No
way, let's get a cab."

G. Manning, Ph.D., said, each pack of
cigarettes smoked increases medical
costs by 38 cents.
• 20 percent of all inpatient hospital
admissions and up to 50 percent of all
emergency room admissions are alcohol
related, according to Thomas Burke,
chief of staff at HHS.
• We spend $6.99 per capita to treat
alcohol abuse in the United States,
according to the National Institute on
Alcohol Abuse and Alcoholism.
• Writing in the American Journal
of Health Promotion, Emmett B. Keller,
Ph.D., said "sedentary lifestyles" cost us

* • •

Just about half of the $600 billion

spent for health care in this country last
year was spent unnecessarily; spent
treating people for preventable conditions such as lung cancer and emphysema caused by smoking, heart disease
brought on by a high-cholesterol/lowactivity lifestyle, liver disease caused by
alcohol abuse, head injuries resulting
from riding a motorcycle without a safety
helmet.
• Cigarette smoking costs the U.S.
$52 billion a year in health care and
health insurance costs, according to a
study by the U.S. Department of Health
and Human Services (HHS).
• Writing in the Journal of the
American Medical Association, Willard

about $1,900 in added health care costs
for every one of those people who refuse
to walk that three blocks to the office.
• Significant percentages of our high
infant mortality rate and our increasing
number of low birthweight babies can
be tracked to smoking, alcohol abuse
and drug use by pregnant women,
according to a report by the National
Commission to Prevent Infant Mortality.
Delivery and hospital care for "crack
babies" alone adds $3 billion a year to
our health care costs, according to a
study by the inspector general of HHS.
• "The scientific evidence linking
diet, blood cholesterol and coronary

heart disease is enormous and compelling," said Richard Carleton, M.D.,
chairman of a study panel of the National
Cholesterol Education Program.
• Being overweight is responsible
for about 40 percent of heart disease in
women, according to a study published
in the New EnglandJournal ofMedicine.
"No one should have the right or
power to force us to change a lifestyle,"
Roy Heimburger, president/ CEO ofBlue
Cross and Blue Shield of Missouri, said.
"But do we have the right to ask others
to pay for our lifestyle decisions?
"If we smoke and refuse to stop,
no matter what the doctor tells us, that's
our decision. If our cholesterol count
is high and we won't change our diet,
no matter what the doctor tells us, that's
our decision. If we drink excessively or
use the so-called 'recreational' drugs,
that's our decision.
"But if we contract lung cancer or
emphysema from smoking, if our diet
results in heart attack or stroke, who pays
for our care?
"That could become the decision of
the employer, the state or whoever pays
for our health care and health care
benefits," Heimburger said.
Willis B. Goldbeck, president of the
Washington Business Group on Health,
said, "There is a time in this nation when
we should not submit to consumer
macho idiosyncrasies. When society pays
the bill, it seems increasingly appropriate
for society to set rules to reduce risk"
Growing evidence exists that, as
Douglas S. Peters, senior vice president/
Representation and Public Affairs of the
Blue Cross and Blue Shield Association,
said, "There are many things individual
Americans can do to help solve our
national health care cost problem. First,
each person should maintain his or her
own health. The evidence about the
importance of healthy lifestyles is
overwhelming. Everybody should avoid
cigarette smoking and illegal drugs, not
BENCHMARK Summer 1990
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abuse alcohol, get exercise and eat
properly."
Declines in male lung cancer deaths,
for example, are directly related to the
decline in cigarette smoking.
"We are finally seeing substantial
evidence of a long-term downturn in
cigarette smoking and the beginning of
a subsequent decrease in lung cancer
death rates," Lawrence Garfinkel, M.D.,
chief epidemiologist of the American
Cancer Society, said at a society seminar
for science writers. "It is very gratifying
after waiting for so many years to see
some good coming from the antismoking efforts."
Given the direct and significant
impact of lifestyles on our health care
costs, many are looking for ways to hand
those lifestyle-caused medical bills back
to the smoker, the alcohol abuser, the
man or woman that makes the decision;
many are looking for ways to make us
responsible for our own lifestyle
decisions.
In Maryland, both the state and Blue
Cross and Blue Shield of Maryland have

moved to make people pay for the
medical consequences of irresponsible
driving habits.
Drunk and drug-abuser drivers are
the targets of a change in benefits by
Blue Cross and Blue Shield of Maryland
(BCBSMD).
Benefits will be denied to any
individual direct pay subscriber injured
in a motor vehicle accident and convicted for a second time - as a result
of that accident - of driving while
intoxicated or while under the influence
of drugs.
"Insurance companies can no
longer just pay bills. We have a responsibility to offer products and services that
promote good health and reduce injury
and illness," said Linda Benedict,
BCBSMD vice president/ Individual
Market Division. "At the same time, we
shouldn't be asking our customers to pay
premiums that are ultimately used to
provide benefits to those who engage
in dangerous and self-destructive
activities."
Unable to win legislative approval of

Lower Rates Set
for Nonsmokers

N

Richard S. Smith
Senior Vice President/Marketing

"We are serious about
promoting healthy lifestyles. Jrs allparl of the
efforl to keep health care
benefits affordable."

onsmokers are now eligible
for lower ra~es for Blue Cross
and Blue Shield of Missouri
(BCBSMo) individual and family
direct pay policies.
"Statistics show that smoking
causes many health care problems,"
said Richard S. Smith, senior vice
president/Marketing. "BCBSMo wants
to provide a positive incentive to
good health by giving our members
preferred rates for not smoking."
BCBSMo's nonsmoking rates are
6 1/2 percent lower than the standard
individual direct pay rates for persons
under age 65.
'These rates address the issue of
passive smoke also and will not be
available to families with any member
who smokes," Smith said.
If a Blue Cross and Blue Shield
individual member quits smoking
and stays off cigarettes for a year, he
or she then qualifies for the preferred
rate.
"We are serious about promoting
healthy lifestyles," Smith said. "It's all
part of the effort to keep health care
■
benefits affordable."

a mandatory helmet law, the state of
Maryland is now pushing for a mandate
that motorcyclists must have catastrophic
health insurance coverage. Requiring
motorcyclists to have and pay for their
own health care protection would save
Maryland's Medicaid program the $2
million a year now spent to treat and
rehabilitate injured motorcyclists, state
officials said.
"We're saying, 'Don't stick the state
with the cost of you exercising your free
rights," ' said David S. Iannucci, chief
legislative officer for Gov. William D.
Schaefer.
Hard-pressed urban trauma centers could be subsidized by "a tax on
the instruments of trauma (such as guns
and motorcycles)," House Ways and
Means Committee Chairman Dan Rostenkowski (D- Ill.) has suggested.
Lutheran Health Systems, a North
Dakota-based hospital and nursing
home chain, adds a 10 percent surcharge
to the health care contributions of their
employees who are smokers.
"We decided to bite the bullet and
do it," said Theodore H. Evers, benefits
manager of Lutheran Health Systems.
"We said, 'It's going to cost us more to
provide health care for you as a smoker;
therefore, we expect you to pay more." '
U-Haul International deducts $10 a
month from the paychecks of its
employees who smoke or are overweight; and Baker Hughes, Inc., of
Houston, Tex., added a $10-a-month
benefits surcharge for its employees who
smoke after a determination that 55
percent of its health care spending went
for conditions related to smoking, highfat diet and other high-risk lifestyles.
Cutting avoidable health care
spending can have a major impact on
the future shape of our health care
system.
"In our efforts to control health care
costs, we've spent a great deal of time
and effort looking for the 'enemy,' for
surely someone must be to blame for
all these rising costs," Heimburger said.
"If we look at the millions we spend
treating these self-inflicted wounds, we
might conclude that, in the words of the
philosopher-possum Pogo, 'We have met
the enemy, and he is us. '
"If we become wiser stewards of our
own health, if we begin to alter our
lifestyles or accept the financial responsibility for our lifestyle decisions, then
the health care dollars will be there for
the procedures that represent true value
in our health system, for the miracles
our modem medical system makes
possible."

-Jim Floyd
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Marriage in Mid-Missouri
Union leads to
success in Columbia

B

y combining their strengths,
Blue Cross and Blue Shield of
Missouri (BCBSMo) and Preferred Health Plans of Missouri, Inc. (PHPMo) have worked
together to create a successful health
care benefits force in mid-Missouri.
"We have a successful marriage
because both parties have recognized
the trends taking place in the health care
delivery system today," said Sy Kaplan,
BCBSMo senior vice president/ Marketing and Product Strategies and president/ PHPMo. "Both parties are primarily
concerned that affordable, quality health
care is being delivered to the patients.
It has been a winning combination."
BCBSMo and PHPMo joined forces
in July 1988, when BCBSMo purchased
a 50 percent interest (the Class B stock)
in the Columbia, Mo.-based, physician-

F~

Preferred Health Plans of Missouri

developed preferred provider network
Founded in 1986, PHPMo was the
first preferred provider organization in
mid-Missouri. Shortly after its inception,
PHPMo officials realized that they
needed assistance in the form of marketing experience.
"The partnership with BCBSMo was
a logical evolution of the business," said
Lee W. Trammell, M.D. , chairman of the
PHPMo board of directors.
"BCBSMo did not have to create a
program and bring it here. This has
always been a legitimate attempt to meet
the needs of the public here in Central
Missouri."
Trammell said that both sides can
take great pride in the venture.
"Both parties realized that they had
to change their outlook on health care
delivery," Trammell said. "We both knew
that we had to face the reality of the
future, which includes health benefits
management. There also was a recognition of the needs of the purchasing
public. All of us can be proud of the

Sy Kaplan; Dr. William F. Birkby, PHPMo board member; Dr. Lee W. Trammel,
board chairman; Dr. Donald R. Whitener, board member

fact that we were able to respond to
changes and trends in the health care
marketplace and develop a successful
program."
As part of BCBSMo's Alliance PPO
network, PHPMo groups have access to
a full portfolio of PPO products.
PHPMo has grown from serving 7,000
members in a seven-county area to more
than 24,000 members in 19 counties. It

Nancy Sublette
PHPMo Director/Operations

'The expansion of the
hospital network was an
asset to our clients in
rural settings."

contracts with more than 200 doctors and
six hospitals, Boone Hospital Center and
Columbia Regional Hospital ( Columbia), Audrain Medical Center (Mexico),
Grim-Smith Hospital (Kirksville), Scotland County Memorial Hospital (Memphis) and Moberly Regional Medical
Center (Moberly). Recently added to the
network for outpatient services only are
Pershing Memorial Hospital (Brookfield) and Callaway Community Hospital
(Fulton).
As part of the Alliance network,
PHPMo members have access to a total
of 41 Alliance hospitals in a service area
covering 49 counties. Since its start in
1985, BCBSMo's Alliance program has
grown to more than 275,000 members.
Richard S. Smith, BCBSMo senior vice
president/ Marketing, says that he
believes the program would not have
been successful without the cooperation
between BCBSMo and PHPMo.
"The excellent relationship between
BCBSMo and the physicians of PHPMo
has resulted in the tremendous marketing acceptance of PHPMo in Central
Missouri," Smith said.
Fred Hill, the regional manager of
the Jefferson City sales and service office,
agreed. ''PHPMo has been very effective
in increasing our marketshare in the
Columbia area," he said.
The two parties in the venture work
together to ensure that patient care is
of the highest standard, Kaplan said.
continued on page 24
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"If health care rationing
priority decisions must
be made, who is qualified to make them?,,
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Drawing
The
Line
With each step
toward rationing of
health care) tough
questions will need
to be answered

0

n August 15, 1945, church
bells rang, horns honked,
men and women wept unashamedly, strangers hugged
and the newspapers pulled out their biggest type to headline two joyous events.
Japan Surrenders:
World War II Ends
Gasoline Rationing To End

Sugar rationing came first and the
rationing of just about everything else
would follow; but the assault on the
national sweet tooth, the one cup of
coffee a day limit and the meatless
12 BENCHMARK Summer 1990

--

:irdJloNE
.--

Measles
Vaccination

Good
For

Measle'S
Vaccinath

\

----~~~.--.

This

lS

couPO N

;i: JloNE

0

---

0

\
\
\
\
\

-

__.

o\\Ci\ form R-4

couPON

\

couPON

couPo t,

This

----

Hip
Replacement

Tuesdays were minor sacrifices compared to gasoline rationing.
Our national love affair with the
automobile took a wartime hiatus.
Gasoline rations depended on your card.
Unlimited gasoline went with the X card
but that was supposed to be limited to
police cars, fire trucks, ambulances and
other emergency vehicles. Next best was
the B card. Depending on the necessity
that you drove or your ability to con the
ration board, you could get a card
ranging from B-1 to B-12 allowing some
gasoline for business use of your
automobile. On the bottom of the
ladder, and on foot, were the A card
holders. They were limited to three
gallons of gasoline a week.
"Each and every one of us will have
to give up many things to which we are
accustomed," said President Franklin D.
Roosevelt, steeling the nation to wartime
sacrifice. "We shall have to live our lives
with less."
***
Gasoline rationing was necessary to
portion out the limited supply of
gasoline during the war years; today,
health care rationing is being considered
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as a way to portion out not a limited
supply of health care but what is
perceived as a limited supply of health
care dollars.
"We're at a branching point," said
William B. Schwartz, M.D., of Tufts
University. "We either have to pay the
bill or start denying care.... We have
to understand that if current trends
continue, we will not have enough
money to go around."
Paying the bill seems to appeal to
fewer and fewer as the bill gets larger
and larger; increasingly, somehow
denying or limiting care is being considered as a means to trimming that bill.
In his new book, What Kind of Life:
The Limits of Medical Progress, Daniel
Callahan, director of the Hastings Center,
a research foundation concentrating on
questions of ethics in health care,
suggests a system of health care by
priority, with our dollars channeled into
the care that brings the most costbeneficial health care outcomes.
"We are only now beginning to see
that we cannot have it all," Callahan said.
"We cannot pursue medical advances
wherever they lead us. We cannot give
each individual what he or she may want
or need to live some version of optimal
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health and longevity and, at the same
time, have everything else needed to
make a good society."
Richard I.amm, former governor of
Colorado and a national scold concerningwhat he calls our "gilt-edged, grosslyinefficient" health care system, said, "We
simply cannot afford to give presidential
care to all Americans. Llmits have to be
set."
If we can't have it all and if limits
must be set, someone, of course, must
decide what we can have and what the
limits are. Someone must decide which
are the most cost-beneficial health care
outcomes.
Since death is inevitable, Callahan
says we could, for example, decide to
limit expensive, life-extending medical
treatment for people in their late 70s or
early 80s. It might also be reasonable,
he says, to stop funding research on
saving newborns weighing less than 500
grams.
Questions of health care rationing
have been taken far beyond the ethical
and abstract discussions of men such as
Callahan. Decisions have been made on
the societal benefits of health care.
In 1987, the Oregon legislature
decided to stop using Medicaid funds
for high-cost, high-technology transplants in favor of expanding prenatal care

for indigent women. Money invested in
prenatal care, it was argued, would help
thousands of women and their unborn
babies and save thousands of state
Medicaid dollars by helping prevent lowbirthweight babies. Transplants helped
only the few.
Seven-year-old leukemia victim
Adam Howard was one of the few.
Under the new regulations, Oregon's
Medicaid program would not pay for a
bone marrow transplant. His family
could not raise the money for the
transplant that might have saved the
boy's life.
Adam Howard died.
Health care rationing hinges on
priority-setting that balances the saving
of statistical lives ( the thousands of
newborns to be helped by prenatal care,
for example) against the lives of real
people with names, faces and grieving
families (the Adam Howards).
No matter how precarious a balance
that may be, priorities are being suggested and set.
Callahan suggests, for example, that
our health care dollars should go, in
descending order, to:
I. Basic care, relief of pain, nursing
and simple mental health programs,
II. Nutrition, sanitation, prenatal
care and preventive medicine,
III. Protection against infectious
diseases, immunizations and antibiotics,
IV. Emergency medicine, primary
care, simple surgery and rehabilitation,
and inexpensive forms of diagnosis and
therapy,
V. Advanced surgery, cancer chemotherapy and extensive rehabilitation,
VI. High technology, high cost
treatments such as organ transplants,
open-heart surgery and dialysis.
It is the first four levels of care,
Callahan says, that have the greatest
impact on mortality at the lowest cost
and do the most for the "common good."
It is at Level VI, Callahan says, that
"limitations on individual needs" should
come into play and the burden of proof
that the treatment would be "socially
useful" be placed on the individual.
In 1989, Oregon took a second, giant
step into determinations of the social
utility of health care and cost-benefit
ratio measurement of the value of health
care. State laws were passed that would
double the number of uninsured
covered by Medicaid and, at the same
time, concentrate Medicaid spending on
those health care benefits that provide
the greatest good for the greatest
number. Companion legislation requires
the state's employers to provide at least

the basic Medicaid level of benefits for
their employees, with the same rationing guidelines.
"Our plan is eminently defensible
from a social policy and equity standpoint," said Oregon State Senate President John A Kitzhaber, M.D. "It's a
program to deal with the uninsured by
defining what their entitlement to
(health care) is. . . . Our objective is the
greatest good for the greatest number
of people."
In a speech to the American College
of Healthcare Executives, Kitzhaber
said Oregon is blazing a health care trail
that the rest of the nation will inevitably follow.
"We are pioneering the way in facing
limits and guaranteeing access . ..
Someone must show that the politics of
this are not insurmountable," Kitzhaber
said. "The Oregon plan provides an
opportunity to do this."
Under the Oregon law (still awaiting
federal approval of the Medicaid
changes), medical services are to be
ranked by the state's newly created
Health Services Commission according
to their cost-benefit ratio to the people
as a whole. Services ranked at the top
of the list would have the priority for
Medicaid funds.
"What's being developed is a minimum level of benefits that must be
provided for everyone," said Kenneth
Rutledge, president of the Oregon
Association of Hospitals.
Deliberations on the Oregon priority
list continue, but preliminary, computergenerated recommendations gave top
priority to preventive care and treatment
of curable acute diseases; mid to lowrange priorities were given to high-cost,
high-tech procedures such as lithotripsy
and transplants.
On the bottom of the preliminary
priority list are certain liver, heart and
bone marrow transplants and intervention that offers little chance for averting
death in the end stages of incurable
diseases such as cancer and AIDS.
Priority-setting in this context is a
legislated, dollar-driven version of the
triage that is a necessity at a military
MAS.H. Drawing up lists that decree
immunizations are more important to
society than hip replacement operations
can become extraordinarily complex.
''How to determine which treatments are efficacious and which aren't
- you get into a very subjective area,"
said Oregon State Sen. William N.
Kennemer, an opponent of the health
care rationing law.
Oregon State Rep. Thomas Mason,
another opponent of the rationing law,
continued on page 24
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Corporate Profile

Pivotal Position
Sweeney Jocuses on seroice to subscribers and providers

C

ombining service to both
health care providers and customers, Thomas L. Sweeney,
vice president/ Provider and
Client Relations of Blue Cross and Blue
Shield of Missouri (BCBSMo), has a job
unique, perhaps, in the health care
benefits financing industty.
"I've never heard of anyone at any
other (Blue Cross and Blue Shield) Plan
with the same job I have," Sweeney said.
But Sweeney insists the joint focus
on service to subscribers and providers
makes sense.
"With the current health care formula,
the relationships with providers lean
toward the business side, whereas it
becomes very, very personal when we
deal with our members and how they
interact with the delivery system," he
said. "But it is that interaction - when
the member becomes a patient - that
will define the members' satisfaction. It
is because of this interaction that we
(BCBSMo) exist. Dealing with both
members and providers, we understand
the needs of both."
Sweeney's past experience prepared
him well for the challenges he would
face at BCBSMo. After graduating from
St. Louis University with a bachelor of
science degree in accounting, he audited
hospitals and not-for-profit companies
for Peat, Marwick, Mitchell & Co. Then
he became assistant controller for
Norcliff-Thayer, a manufacturing division
of Revlon.
Sweeney returned to the health care
field in 1981 as director of fiscal services
for the Hospital Association of Metropolitan St. Louis. "It was a wonderful time
to be there," he said. "The business
coalition started up, DRGs ( diagnosis
related groupings under Medicare) came
into being, and it all fell into my realm."
Counseling and education became
important facets in dealing with CEOs
and CFOs of 50 area hospitals. "Association work makes one more politically
astute," he said.
With additional experience in provider contract negotiation gained from
working for Healthcare Network, a health
maintenance organization, Sweeney
joined Blue Cross as director of provider
relations in January 1986. In June 1987,
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Thomas L. Sweeney
Vice President/Provider and Client Relations

he was named vice president, and a year
later he was assigned to manage the
Client Service Center ( CSC) in addition
to his provider relations duties.
"Provider relations is one of the
things that make Blue Cross and Blue
Shield of Missouri unique (in the health
care financing industty)," he said. "We've
always worked within the delivery
system, where commercial insurers do
not place much emphasis."
He characterizes provider relations as
confidence building. "We're able to gain
as good or better advantages for our
clients when we don't have antagonistic
relationships," he said. "With managed
care, the perception is that we're intruding. Instead we try to educate and work
with our providers to solve problems and
thereby demonstrate that our efforts
bring meaningful value to the provider
and the member."
Sweeney and his provider relations
staff work with ever-expanding categories
and numbers of providers.
"Physicians, hospitals, dentists, home
health agencies, ambulatory surgical
centers, durable medical equipment
providers, pharmacies, ambulance companies, home infusion and home respiratory therapy providers - we work with
some 8,500 providers of health care,"
Sweeney said.
Provider relations has taken on a new
complexity, too, as benefits management
mechanisms such as Alliance have grown
in importance to the people who pay for

health care benefits, the people who use
health care benefits, the people who
provide health care and health care
financing companies.
Currently, for example, Sweeney is
working closely with BCBSMo's provider
contracting staff in developing a new
Alliance hospital contract.
Provider contracting is an important
link in the benefits management chain.
When Sweeney joined BCBSMo in 1986,
the company's preferred provider program was just a year old. Today, Alliance
is the company's bellwether product for
the local group market.
"We must have a contract that provides the cost-sensitivity that the buyer
of benefits looks for, the quality of care
that the person using health care benefits
looks for and that, at the same time,
addresses the needs of the provider of
health care," Sweeney said. "It's not an
easy balance to maintain."
Professionalism is the key to
BCBSMo's dealing with providers,
according to Sweeney.
Sweeney demands the same professionalism in BCBSMo's customer service
operations.
"We need to be professionals in how
we conduct our business, in how we treat
each other, in our dealings with every
member and subscriber," was Sweeney's
first message when the Client Service
Center became part of his responsibility.
"It's amazing what the CSC representatives have done since then," Sweeney
said. "I think a philosophy has changed,
a new corporate culture evolved."
A St. Louis native, he and his wife,
Jeanne, have "three little Irish girls," he
said - Erin, age 8; Meghan, age 6; and
Shannon, age 2. "My dad was in sales,
so we lived in three different cities while
I was in high school. This has helped
me learn to adjust quickly to different
situations."
Sweeney has settled in with BCBSMo
at a time when "the client is king" and
client satisfaction is a daily focus of the
Plan. "Roy Heimburger (president/ chief
executive officer) has declared 1990 the
Year of the Client," Sweeney said. "I feel
I am responsible for achieving client
satisfaction."
- Megan Linhares

Pepper Proposal
Commission report moves debate forward on how to
provide health care coverage for all Americans

P

reliminary recommendations
of the Bipartisan Commission
on Comprehensive Health Care
( the Pepper Commission)
touched, as expected, on access to care
for the uninsured and long-term care for
the elderly and disabled. But there is
wide disagreement as to whether it's a
gentle, supporting touch or a heavyhanded slap at our health care system.
"If enacted ( the Pepper Commission
recommendations) will be a giant step
toward a truly efficient and equitable
national health insurance system based
on social insurance principles," according to a statement from the National
Council on Aging.
Douglas S. Peters, senior vice president/ Representation and Public Affairs
of the Blue Cross and Blue Shield
Association, said, "(While) we share the
goal of the Pepper Commission to
provide health care coverage, upon
initial review of the commission recommendations we have two initial concerns. One, the program has significant
cost implications, and, two, the requirement for employers to provide insurance
or pay new taxes raises the possibility
that over time, the proposal may evolve
into a massive federal program."
"To call for broad public sector
financing of health care . . . in the face
of the country's budget deficits is to put
forth a blueprint for economic disaster,"
the Health Insurance Association of
America said.
Chaired by U.S. Sen. John D. Rockefeller, N, (D-W. Va.), the commission's
mandate was to make specific recommendations to Congress to assure
comprehensive health care coverage for
all Americans.
Major commission recommendations were for:
)I

• (By an 11-4 vote), governmentfinanced long-term care benefits to cover
the first three months of nursing home
care and up to 25 hours a week of home
health care for an unlimited time;
• (By an 8-7 vote), employers to
make health insurance available to their
employees and their dependents, or be
subject to a new payroll tax that would

fund an expanded public program for
the uninsured.
"We can't offer easy answers, but we
can offer a challenge to this country,"
Rockefeller said. "We have made recommendations that begin to transform the
nature of the nation's health care system,
( a system) that is in total crisis."
But Health and Human Services
Secretary Louis W. Sullivan, M.D. , said
the split votes by the commission prove
"there is no consensus in this country
today on how to achieve the kind of
health care system we want, or how the
costs of the improvements in our system
should be borne."
Just how little consensus there is was
demonstrated by Pepper Commission
members U.S. Rep. Fortney Stark (DCalif.) and U.S. Rep. Willis Gradison (ROhio).
Both critical of the commission
recommendations, Gradison and Stark
split sharply on where the commission
went wrong.
Gradison opposes the recommendations because he feels they expand the
government's role in health care too
much. He supports new tax deductions
and credits to make the current private
health insurance system work more
efficiently.
"The problem is a shortage of money,
not a shortage of ideas on how to spend
the money," Gradison said. "The Pepper
Commission wisely emphasizes the
employer's responsibility. But to recommend mandatory employer payments for
most employee health care costs . ..
merely assures that the commission's
recommendations will be political
nonstarters in Congress."
Stark's opposition is based on his
contention that the commission didn't
go far enough. He wants a comprehensive, universal access program and now
says he intends to introduce a $120
billion-a-year national health insurance
proposal as a "serious discussion piece. "
Stark, like Gradison, defines the
commission report's fatal flaw as its lack
of a financing mechanism.
"Where the commission fails is to
figure out a fair way to pay for the plan,"

Douglas S. Peters
Senior Vice President/BCBSA

'"'We look foward to
working with the commission and with the
Congress as they consider further the
important issue of
meeting the basic
health needs of all
Americans.''
Stark said. "It's dead. It's a dodo bird."
Just a week before the commission
report, Rockefeller had warned, "Our
program will be expensive."
Preliminary Pepper Commission
estimates are that the proposal would
require $66 billion in new tax revenues
( the Office of Management and Budget
puts the cost at $100 million), and would
cost employers another $20 billion.
"Good intentions can have unintended consequences, particularly if they
carry a high price tag," Sullivan said.
Carolyn Miller, of the National
Federation oflndependent Business, put
it more bluntly, saying, "Only a Rockefeller could afford the Rockefeller
plan."
Beyond long-term care and
access to care, the commission put
forth a reform agenda for the health
insurance industry that would:

• Mandate that insurers set fully
insured rates on the same terms to all
groups in a specified geographic area,
that is, community rating for small
groups;
(BCBSMo has always community
rated small groups.)
• Require insurers to offer managed
care plans to small employers if such
plans are available to larger employers
in a geographic area.
(BCBSMo's BlueChoice health maintenance organization is available for
groups as small as 25 members; a new,
dual option program offers BlueChoice
BENCHMARK Summer 1990 15

and BCBSMo's Alliance Select preferred
provider program for groups from 10
to 24 members; and BCBSMo has an
Alliance Select preferred provider program option tailored for groups of 2
to9.)
"Although I'm not convinced that
health insurance reform is the only
answer to the problem of assuring every
American access to health insurance, I
am convinced that it is part of the
answer," Stark said.
The commission also defined the
minimum level of benefits acceptable for
the federally- mandated health insurance
program.
• Deductibles of no more than $250
for an individual and $500 for a family,
no more than a 20 percent coinsurance
requirement, and a maximum $3,000-ayear out-of-pocket expense;
• Complete coverage for prenatal
care, well-child care, mammograms and
pap smears;

"Thei,r proposals will
be part of the framework for future national health policy
debate."
• Mental health coverage for at least
45 inpatient days and 25 outpatient visits,
with the employee required to pay for
up to 50 percent of the cost of mental
health treatment.
Such federal mandates of benefit
levels cause some to worry.
"We want to work with Congress to
make sure an expansion of health
coverage is done in a rational way," said
Ellen Goldstein, of the Association of
Private Pension and Welfare Plans. "Our
concern is that Congress would make
a list of benefits which would get longer
and longer over time."
Consensus will not come quickly, if
ever, that there is one proper agenda
for addressing our national concerns on
the cost of and access to health care,
but, as U.S. Rep. Richard A. Gephardt (DMo. ) said, "the Pepper Commission has
moved the debate forward. "
Peters agrees, saying, "Their proposals will be a part of the framework for
future national health policy debate . . .
We look forward to working with the
commission and with the Congress as
they consider further the important issue
of meeting the basic health needs of all
Americans."
- Jim Floyd
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The Blues
And the
Graying
BCBSMo offers long-term care
product to individual Missourians

T

he graying of America's population has made the need for
long-term care coverage a high
priority in the nation; some, in
fact, say that long-term care is the single
greatest health care need of senior
adults.
Moving to meet this need, Blue Cross
and Blue Shield of Missouri (BCBSMo)
now offers a long-term care product
targeted to individual Missourians
between the ages of 55 and 79.
Consider these facts:

• Approximately 30 million Americans are currently 65 and older. They
comprise 13 percent of our population,
but will grow to 18 percent, or 55 million,
by the year 2030.
• The number of residents age 65
and older in Missouri is 869,000, about
14 percent of the population.
• The number of Americans 85 and
older - an age group particularly in
need of long-term care services - will
grow three to four times as rapidly as
the general population.
• Individuals and their families pay
more than half of total nursing home
expenses out of their pockets - more
than $19 billion in 1986. Medicaid pays
for most of the rest, but only after nearly
all personal financial resources have
been exhausted.
• The average cost of staying in a
nursing home for one year ranges from
$25,000 to $34,000. The average length
of stay nationwide is 18 months.
"We are offering a high-quality, longterm care product," said Beverly M. Rush,
BCBSMo sales manager/ Long-Term
Care. "We are concerned about the
problems facing seniors and want them

to have a long-term product designed
to help maintain independence and
retain freedom of choice."
Rush joined BCBSMo to take over
marketing of the long-term care product.
She has experience with employee
benefits and has been a member of
BCBSMo's Producer Advisory Council, a
group of top brokers. She most recently
worked for Alexander & Alexander.
Rush is building a team of inhouse
representatives and dedicated agencies
in the community.
"No one will be permitted to sell our
long-term care product without the
proper training, certification and adherence to our corporate ethical guidelines," Rush said. "We only want those
representatives who are devoted to
excellence and quality to be part of our
team."
Consumer awareness of both our
product and sales techniques will be
necessary for success, Rush said. Longterm care representatives will make calls
to homes of potential customers.
"We need to make people aware of
the issues about long-term care," Rush
said. "Many people still erroneously
believe that Medicare will pay for their
nursing home care. That, of course, is
not the case. Our product will also pay
benefits for home health care.
"Like making a will, thinking about
the possibility of declining health and
the need for long-term care, planning
for nursing home care is difficult. No
one likes to make this type of decision.
But we stress how important it is for
people to think about this, study it and
make proper choices now, when they
can."

BCBSMo's program is a joint venture
with Duncanson and Holt.
Basic benefits include:
• Benefits payable of up to $50, $60,
$70, $80, $90, $100, $110 and $120 per
day based upon client's choice. (Waiting
periods of 20 days, 60 days, 100 days
or 150 days are available.)
• Maximum length of coverage four or six years. Client chooses length
of coverage.
• Nursing home, all levels of care.
• Home health care and adult day
care. Program allows those who can to
remain in their homes for care.
• Respite care, six days per year
while client is receiving home care
services. Designed to provide relief for
the primary caregiver.

\)

• Ambulance transportation - two
trips per year with maximum benefit of
$50 per trip.
Care coordination will be provided
by Crawford and Co. A skilled nurse will
develop a plan of care with the physician,
customer and family members to assure
that they are aware of all services and
options that are available to them. This
skilled nurse will assure that the servi ces provided are appropriate. Quality
of care also will be monitored.
Eligibility for benefits will be determined by a physician and the care
coordinator; a client must be unable to
carry out two or more activities of daily
living, such as transferring positions,
eating, toileting, and bathing and
dressing.

'We need to make people
aware of the 'issues
about long-term care.
Many people still erroneously believe that Medicare will pay for their
nursing home care."
Beverly M. Rush
Sales Manager/Long- Term Care

Other features of the program
include preferred rates for nonsmokers,
rate discounts ( 10 percent for each
premium for married couples) and a
waiver of premium after 90 consecutive
days of confinement in a nursing home.
The policy also has a feature considered to be vital to a quality long-term
care program: no prior hospitalization
or institutionalization is required in
order to receive benefits. The program
also contains an option for protection
against inflation: four percent per year
for 25 years.
Another available option: If the client
dies before the age of 70 and no benefits
are used, the entire premium paid is
returned to the client's survivor. Applicants must complete a health statement
and be approved to be covered by the
program.
BCBSMo will be looking to expand
the program. For example, group coverage also will be developed.
Rush said that she takes personal
satisfaction in her involvement with
long-term care. She dealt with a family
situation where long-term care coverage
would have been helpful.
"I've been able to take a negative
experience in my life and make it .a
positive one," she said. "I know that my
mom and dad would be proud of what
I am doing."
- Deborah Wiethop
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Infrastructure
Products) systems) people) buildings are core of BCBSMo

B

ricks and mortar and the stability they symbolize normally
define an infrastructure. A
city's infrastructure, for example, is its underlying foundation of roads,
bridges, sewers and water systems.
But at Blue Cross and Blue Shield
of Missouri (BCBSMo), the infrastructure
is bricks and mortar facilities and more;
it's a computer system, a product
portfolio and people, all changing and
growing in response to an evolving
marketplace.
"When we moved into our building
at 4444 Forest Park Boulevard in 1976,
our employee base was below 1,000,"
said Barbara A Wilhite, director/ Building and Office Services. "We had plenty
of room for growth."
Growth came quickly to BCBSMo, as
employees joined on, product lines were
expanded and new products added, and
computers became essential tools to
support the health care benefits industry.
"Our growth is driven by the needs
of our clients and the company's
information needs," said Edward J.
Tenholder, senior vice president/ Infor-

mation Systems. "In order to effectively
manage this corporation, our executives
require quick access to myriad information. Information Systems' job is to
assure the availability and accessibility
of that information."
William B. Elliott, Ph.D., vice president/ Product Development, said he
looks for "stable change versus disruptive change," but constant change
nevertheless in BCBSMo's foundation of
products. "Our customers want to see
new things each year, and we need to
respond," he said.
Bricks and Mortar

But first of all, the people who
develop the products, process the
information, serve the customers and
support everyone else need four solid
walls and a roof.
"We have plans to constantly update
our facilities," Wilhite said. "It takes a
lot of work to keep things running." In
the headquarters building on Forest Park
Boulevard, for example:
• In 1987, 15,000 bulbs and 5,000
light fixtures were replaced with one of
the most energy-efficient light systems

Marlowes Chapman, Information Systems
Photos by Rick Stankoven

Melanie Cummings in new Provider
Relations, Marketing areas at BCBSMo
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in the city, said Robert Meiner, manager/
Building and Facilities.
• The transformer was replaced in
1987. "We're near our capacity for
electricity," Wilhite said. "We didn't have
the electrical needs 15 years ago that we
have today." An Uninterrupted Power
Supply (UPS) system was installed to
comply with computer requirements. " It
takes two factors to run our system electricity and water to cool the computers," Meiner said. "We've had a good
track record of keeping them up and
running."
• The dock area was renovated for
better delivery service and trash pickup.
• Crews replace seasonal flowers,
maintain the trees and lawn, and have
upgraded the irrigation system. "We take
great pains to have the grounds maintained," Wilhite said. "We've gotten a lot
of compliments."
• Installation of a closed-circuit
television security system will be complete this year. Fire safety is also
important. "We have a pressurized
system that can shut off floors above and
below a fire and allow for fast, safe

~-,:.,

~

(

.

.

~

~

---)-e:T.

~~ -. \ 1-~,.1
I.. •.

-

.

~ "\

f'''
...

1

.

Florence Bryson, receptionist in new BCBSMo lobby
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evacuation of the building," Meiner said.
Projects on the list for upcoming
years include recaulking the building's
exterior, replacing the roof, renovating
the plumbing and further redesign of
work areas.
BCBSMo's people have grown, both
professionally and in numbers, but brick
walls can't. "The building is structurally
sound," said Gail E. Lufkin, senior vice
president/ Corporate and Medical
Administration, "but, except for routine
maintenance, we haven't done any
updates. We have an inefficient use of
space, and space is critical to us."
"We ran out of space in 1986,"
Wilhite said.
Wilhite described her department's
job as a never-ending task of juggling
growing numbers of people and services
in a finite area. To help alleviate the
space problems, General Services and
Supply was moved to a nearby warehouse on Duncan Avenue, while sections of Government Programs were
located in the nearby REJIS building.
Gus Botonis, assistant manager/
Building and Facilities, estimates that he
and BCBSMo's maintenance staff of five
rearranged 130,000 square feet of office
space in 1989. That's 45 percent of the
total square footage (285,000) in the
Forest Park Boulevard headquarters. A
data base and a computer-aided design
system have helped BCBSMo gain about
6,000 square feet of space. "And by doing
all the moves ourselves, we save two to
three times what it would take to have

an outside firm do the work," he said.
Recently BCBSMo leased four floors
of One City Center in downtown St. Louis
for about 350 people from the Government Programs Division and the NASCO
and FEP Claims departments of the
Operations Division.
"This was done just for our existing
people and operations," Lufkin said. "It
assumes no growth."
Lufkin is a true believer that people
are affected by their surroundings.
"Black doors and multiple walls serve
to isolate people," she said. "People
think better about themselves and do
a better job serving customers in pleasant
surroundings.''
The Human Resources Department
moved into remodeled areas on the first
floor in 1989, and open space was
enclosed into a lobby.
"It's exciting to come to work," said
Valerie Jones, employment specialist/
Human Resources. "The area is nice to
work in and functional, too. We have
a professional environment that makes
a positive statement to our customers,
our employees and people applying for
jobs. It reflects a professional, upbeat
company. It also shows employees that
the company cares about us. "
In other renovation projects, the
cafeteria was remodeled in 1988 to
provide a comfortable place for
employees to enjoy lunch and break
times. Marketing and Provider Relations
areas received new furniture this year.

"We want to make the inside of the
building as aesthetically pleasing as the
outside," Wilhite said.
About 7,000 square feet of space has
been remodeled into the Conant Leaming Center to address a top corporate
goal of enhanced employee training and
development.
BCBSMo's plans to lay a foundation
for expanded services in Southwest
Missouri were realized with the opening
of the Southwest Service Center in April
1990. This 30,000-square-foot facility is
located on the "Medical Mile," a stretch
of buildings housing medical-related
services in Springfield. "The building
really stands out," Wilhite said. "Right
now we occupy about 5,000 square feet
(the remainder is leased out) with our
people in Marketing, Provider Relations,
Customer Service and Underwriting. "
BCBSMo also leases office space for
its employees in Cape Girardeau, Jefferson City and Columbia for claims
operations, provider relations and
marketing.
Products

BCBSMo's products are as much a
part of the Plan's foundation as buildings
and plumbing. The Alliance preferred
provider organization (PPO) was introduced in 1985 and has been expanded
into a full family of products, with
Alliance Plus, Alliance Excel, Alliance
Select, Alliance Value and Alliance 80.
Alliance is BCBSMo's mainstay product,
BENCHMARK Summer 1990 19

according to the Company's Five-Year
Plan. "We will continue to refine the
network and the managed care aspects
of the product," the plan reads.
"Our direction is the management
of health benefits," Elliott said. "Our
products bring extra value to the
customer, with good providers, good
benefits and good cost-containment
programs, not just by shifting costs to
our members. We help them make good
decisions about health care."
Comprehensive products, dental
care, vision care, prescription drug
programs, life and related products,
supplemental Medicare programs and
the BlueChoice health maintenance
organization (HMO) round out
BCBSMo's portfolio.
"PPOs and HMOs radically changed
the nature of the health benefits field,"
Elliott said. "Before, we had unconstrained choices. Now with BCBSMo's
relationship with providers, we can offer
the deliveiy of care at a better price."
This year BCBSMo introduced a longterm care product to address the needs
of a growing number of older adults,
and "Kiddie Care," which helps provide
affordable health care benefits to
children.
"Ideally, we would like to provide
health care that all can afford," Elliott
said. "We're tiying to make changes that
address that.''
Systems

As the benefits BCBSMo offers
become more complex and interdependent, the Plan's system must be able
to support all processes and all our

product lines, Tenholder said. "Our
systems capability must continue to
provide a fully-integrated delivery
capability," he said.
In the early 1980s, BCBSMo anticipated the market pressures to integrate
our professional and institutional product lines into one comprehensive
medical plan - the Total Business
System (TBS) with integrated claims,
membership and fmancial systems for
all benefit programs.
"We are now responding to the
demands for further product integration," Tenholder said. "This move
toward product integration will
continue."
As the separate Blue Cross and Blue
Shield companies have been reshaped
into BCBSMo, system needs have continued to evolve. The demand for easily
accessible management information has
increased significantly.
The company has responded to these
needs with strong support for new
management information systems such
as the Decision Support System that
provides detailed income, expense and
administrative costs by business segment; and the newly-implemented
MEDSTAT system that provides a flexible
reporting and analysis system based on
detailed claims experience data.
The role of Information Systems is
no longer to assure the safe-keeping of
the corporation's data and maintain the
"black box" to maintain it, Tenholder
said. The department has evolved into
a true communication center. More than
2,200 internal terminals, 400 at remote
sites in Missouri and 600 that connect

Barbara Wilhite, BCBSMo director/Office and
Building Services, and Bill Killian of Killian
Construction at the recent Grand Opening of
the Springfield facility.
Gary Jacobs, BCBSMo vice president/
Southwest Missouri, watches Roy Heimburger,
president/CEO, and State Sen. Dennis W.
Smith, R-Springfield, cut the ribbon
Photos by John S. Stewart
at the Grand Opening.
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BCBSMo to other Blue Cross and Blue
Shield Plans are connected to the
mainframe.
BCBSMo is preparing to make a
further commitment to the future with
a major investment in imaging technology. "We currently transfer claims from
paper to microfilm and then process the
paper claim," Tenholder said. "The
physical movement of paper between
floors, and now between locations, is
cumbersome and time-consuming. With
imaging technology, the claim is
scanned and stored in the computer,
where it can be cataloged, coded and
used by many people simultaneously.
We are excited about the significant
customer service improvement possible
through the use of this technology.
People

When the members of BCBSMo's
senior staff outlined top projects for
1990, Roy Heimburger, president/ CEO,
put employee training and development
at the top of his list.
"Everything we do depends on
people," Lufkin said, referring to the
1,600 people who make up BCBSMo's
work force. "That's why we're making
major investments, such as the Conant
Learning Center, in our people. We want
to give them the tools to make them
more effective.
People are the connection between
other facets of BCBSMo's infrastructure.
"Even when you talk about computers,
they're nothing without the people who
program them, run them and use the
information they provide to seive the
customers," Lufkin said.
- Megan Linhares

Update

Dual Option Gives
Clients a Choice
Continuing its effort to expand service
to the small-group market, Blue Cross
and Blue Shield of Missouri (BCBSMo)
now offers groups of 10 through 24 a
dual option program that gives the
employees a choice of coverage through
either the Alliance Select preferred
provider program or BlueChoice health
maintenance organization.
Previously, BlueChoice was only
available to groups of 25 or more and,
while there is an Alliance Select option

executive officer/ BlueChoice. "The
member who wants the expanded
freedom of choice in providers that
comes with a preferred provider program has the Alliance Select option."
Not only does the dual option give
the small-group employee a choice often
unavailable before, it has been designed
so that both components remain affordable for the employer.
"This is another way we are trying
to reach the small-group market, reach

ALLIANCE ♦ BlueOli lCE
for groups of 2 through 9, the health
maintenance organization/ preferred
provider program dual option was only
available to the largest groups.
"Under the dual option, the member
who feels the additional benefits that
come with a health maintenance organization best meets his needs and who
is willing to select a primary care
physician to manage his health care has
the BlueChoice option," said Sy Kaplan,
BCBSMo senior vice president/ Marketing and Product Strategies and chief

it in such a way that we are offering the
ultimate in managed-care alternatives,"
said Mark Williams, vice president/ Metro
Marketing. "Our Alliance and BlueChoice contracting and review procedures mean that the member has access
to a network of highly respected health
care professionals. Managed-care features built into both mean that the
employer can be sure that care will be
provided in the most appropriate,
effective and, therefore, cost-sensitive
setting."

Sy Kaplan
Senior Vice President/Marketing
and Product Strategies

"Before, if the small-group employer
had any hope at all of offering this kind
of choice they had to deal with two
carriers; that meant two sets of rates, two
levels of cost sharing for the employees,
two sets of bills and two sets of
administrative costs," Kaplan said. "Our
dual option provides the convenience
and cost savings of dealing with one
carrier, as well as being offered at a
blended rate, that is, one charge whether
the employee chooses BlueChoice or
Alliance Select."
BCBSMo's dual option is being
offered in the joint Alliance/ BlueChoice
marketing area which includes the city
of St. Louis and St. Louis, St. Charles,
Jefferson and Franklin counties. Both the
BlueChoice and Alliance Select options
include life and accidental death and
dismemberment insurance; dental
benefits are available as an option.
"We are committed to the smallgroup market as one of our core market
segments," Williams said. "We want to
be the one-stop shopping place for the
small group."
■

Two Named To New Positions At BCBSMo
Roger R. Fischer has joined BCBSMo
as vice president/ Information Systems
Internal Systems, it was announced by
Edward J. Tenholder, senior vice president/Information Systems.
Fischer has 28 years of technical and
management experience in all aspects
of commercial uses of computers and
communications technology. For the
past five years, Fischer has been vice
president/Computer and Communications Services at the Washington/ Alaska
Blue Cross Plan in Seattle, Wash. Before
that, he was staff vice president/ Systems
and Operations for Trans World Airlines.
At BCBSMo, Fischer leads the efforts
to provide system development and
applications support.

Roger R. Fischer

Robert G. Bolesta

Robert G. Bolesta has been named
director/ Human Resources and Organizational Development.
Bolesta will direct the Conant Leaming Center and manage the Human

Resources Training and Claims Training
areas.
He joins BCBSMo from American
Express Health Systems Group (formerly
McDonnell Douglas Health Systems
Co.), where he managed development
programs in sales training, professional
and employee training, organization
development and administrative support
services for employees and client
hospitals. He has also managed marketing communications and staff development duties.
Bolesta has a master's degree in
education with a specialization in
counselor education and a bachelor's
degree in history from Southern Illinois
University at Edwardsville.
■
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Update

Software Will Detect
Inappropriate Billing
I n an active effort to control health care
benefit costs, Blue Cross and Blue Shield
of Missouri (BCBSMo) is taking steps to
ensure that physicians receive correct
reimbursement for seivices to patients.
In 1989 alone, BCBSMo estimates
"creative" billing practices resulted in
overpayments in the range of $1 million
to $3 million. An entire industry has
evolved in recent years to teach physicians and their billing staffs how to
"maximize" reimbursement through the
use of these coding practices.
"Unbundling" - billing separately
for different elements of a procedure that
generally are billed together - is
inappropriate when it circumvents the
established reimbursement limits,
according to Jack Davidson, M.D., vice
president and Medical Director.
"It is our responsibility to make sure
that benefits are paid according to the
contract and that physicians receive
correct payments," Davidson said. "By
appropriate reimbursement of seivices,

we hope to help control the rise in the
cost of our products."
Another improper use of Current
Procedure Technology ( CPT) codes is
upcoding" - exaggerating the seivice
that was provided. Fragmentation is the
billing of an incidental procedure along
with a more inclusive primary
procedure.
BCBSMo has contracted with GMIS,
Inc. of Malvern, Pa., for software that
detects unbundled surgical charges.
Claims inappropriately billed will be
corrected, with payment based on the
maximum allowable amount for the
appropriate global seivice. For physicians enrolled in the UCR or Alliance
programs, charges above the allowed
amount for the global procedure remain
the physician's responsibility.
In the development of the GMIS
software, a panel of 50 physicians
representing 23 different specialties was
consulted. Plans nationwide have contacted Davidson about BCBSMo's use of

Jack Davidson, M.D.
Vice Presiden t and Medical Director

the GMIS software system.
"The return on investment of this
product will be dramatic," Davidson
said. "There will be a clear and dramatic
impact on cost."
■

Oh, Canada! Concerns Continue About Health System
B ackers of a Canadian-model national
health insurance program for the United
States argue that delayed care and even
rationed care are a part of the price that
we must pay to get health care costs
under control; but the dollars and cents
price tag of a Canadian system for the
United States is being questioned, as well
as the quality of care that would result.
Putting the initial cost of national
health insurance at $339 billion-a-year,
Gary Robbins, economist and co-author
of a National Center for Policy Analysis
study, projected the price we would have
to pay for national health insurance.
• a 15 percent increase in Social
Security payroll taxes, or;
• a 14 percent increase in income
taxes, or;
• a new consumption tax or a
national sales tax that would increase the
price of goods and seivices by 10
percent.
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"With national health insurance, the
responsibility (for payment) is transferred to the central government and you
have to give them the funds to pay for
it," Robbins said. "That takes more taxes.
The United States would become one
of the most heavily taxed countries
among our international trading
partners."
John C. Goodman, president of the
National Center for Policy Analysis, said,
"It's amazing to me that corporate
executives aren't aware that (national
health insurance) would entail huge
taxes for their industries."
Concerns continue also about just

what those new taxes would buy for us.
"Under a Canadian-like system,
health care will change," said Gerald M.
Harman, executive vice president of St.
Elizabeth's Hospital in Belleville and
chairman of the Board of Directors of
the Hospital Association of Metropolitan
St. Louis. "Delays will occur in the
provision of care and technology will
decline."
"In May of 1988, the wait in Vancouver for a psychiatric, neurosurgical
or routine orthopedic opinion was one
to three months; for a cataract extraction,
six to nine months; for a corneal
transplant, two to four years; and for
admission to a long-term placement bed,
six to 18 months," said William H.
Huffaker, M.D., president of the St. Louis
Metropolitan Medical Society. "More
than 1,000 people were on waiting lists
for bypass surgery in Toronto in January
of 1989."
■

ICM

Savings + Enhanced Patient Care

Individual Case Management (ICM)
brought savings of $2.2 million at Blue
Cross and Blue Shield of Missouri
(BCBSMo) in 1989 while enhancing the
quality of life of the ICM patients.
The ICM program is an organized
effort by BCBSMo to identify high-cost
cases as early as possible, assess alternative treatment methods and manage
health care benefits for these patients
as cost effectively as possible.
"In addition to containing cost, the
patient receives individualized treatment
and the highest quality of care in the
most appropriate settings," said D. Ann
Saladino, vice president/ Health Benefits
Management. "The ICM program enables continuity of care while conserving
a patient's lifetime maximum benefits.
ICM extends the life of a patient's
contract in days and dollars. Patients
receive more value for their health
benefit dollars. "
In 1989, BCBSMo had 40 ICM cases.
Nurses at BCBSMo watch for targeted
diagnoses and potentially long hospitalizations. The diagnoses include major
head trauma, spinal cord injury, AIDS,
newborns with high risk conditions,
problem pregnancies, organ transplants
and psychiatric and substance abuse
cases.
Participation in the ICM program is
completely voluntary. The patient, the

D. Ann Saladino
Vice President/
Health Benefits Management

SUMMARY OF INDIVIDUAL
CASE MANAGEMENT SAVINGS 1985-1989
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"The program is team
developed and team
managed. The family
members are an integral part of the care.,,
patient's legal guardian or family and
physician must agree in writing to the
program.
"The program is team developed and
team managed," Saladino said. "The
family members are an integral part of
the care."

BCBSMo Expands Ambulance Contracts
Success with its first contracts with
ambulance services prompted Blue
Cross and Blue Shield of Missouri
(BCBSMo) to expand that contracting.
"We now contract with seven ambulance companies," Craig Rouff, director/
Provider Contracting and Reimbursement, said.
BCBSMo signed its first ambulance
service contracts early in 1989 with the
Abbott Ambulance Service, St. Louis; the
City of St. Louis Emergency Medical
Services, St. Louis; and Gateway Medical
Transport, St. Louis.
"We quickly began to see savh1gs
from the contracting and the ambulance
companies quickly began to see the
benefits of receiving direct payments for
their services to our members," Rouff
said.
Other contracts were signed during
the year with Mercy Ambulance Service,
Inc., St. Louis; Reynolds County Ambu-

2,220,509

40

Craig Rouff
Director/Provider Contracting
and Reimbursement

lance District, Redford; Rock Township
Ambulance District, Arnold; and St.
Charles County Ambulance District, St.
Charles.
■
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In 1989, BCBSMo added staff, held
meetings and workshops for providers
and targeted more cases for inclusion
in ICM, according to Karen Jones, R.N.,
unit manager/ BCBSMo Alternative Care
Management. More psychiatric/ substance abuse cases are being targeted,
she said.
"We are using ICM as a way to
rationalize and triage some very real
utilization problems in the mental health
arena," Jones said.
"Day care-type treatment, instead of
hospitalization, for many psych/ substance abuse cases is usually more
appropriate as well as less costly."
For example, a 15-year-old with a
history of mental problems was treated
in a day program instead of the more
typical 30-day inpatient stay.
Creative use ofICM can help a patient
while costs are cut. A 51-year-old woman
was discharged to a skilled nursing home
after a 20-day treatment for metastatic
breast cancer.
No nursing agency was available to
provide the care she needed in her rural
outstate home. Normally, she would
have remained in the hospital, but
through ICM she was transferred to a
skilled nursing home where she
received appropriate and less costly care.
Savings were in excess of $105,000.
Since 1985, BCBSMo has realized
savings of more than $6.2 million
through ICM handling of 66 cases. ■
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Update

Sullivan Warns Graduates:
Health Care Costs Could Triple
Speaking at the commencement
ceremonies at Kirksville College of
Osteopathic Medicine, Louis W. Sullivan,
M.D., secretaiy of Health and Human
Services, warned that unless changes are
made in our health care system "health
care costs could reach $1.5 trillion by
the year 2000 - almost triple what we
are spending now."
Sullivan, accompanied to the commencement by Roy Heimburger, pres-

ident/ CEO ofBlue Cross and Blue Shield
of Missouri (BCBSMo), is the first U.S.
Health and Human Services secretaiy to
give an address to graduating osteopathic physicians.
Fred C. Tinning, Ph.D., president of
Kirksville College of Osteopathic Medicine, is a member of the BCBSMo
Corporate Assembly and a member of
the Board of Directors of the Caring
Foundation for Children.
■

PHPMo

Nancy Sublette, PHPMo director/
Operations, says that her office is
handling about 3,000 Alliance claims per
month. These claims are submitted
electronically to St. Louis for processing.

continued from page 11

"Our concern is that quality health
care be delivered to the patient," Kaplan
said. "We have a responsibility to both
the group paying the bills and the
members who are patients."
Two PHPMo physicians serve on
advisory committees reporting to the
BCBSMo Board of Trustees. James A
Shell, M.D., is on the medical committee;
William C. Bucher, M.D. , is on the
professional relations committee.

Rationing
continued from page 13

said, "Prioritizing medical care will have
the effect of denying important
treatments."
Discussing the possibility that a new
Medicare physician reimbursement
system being debated could lead to
health care rationing, Uwe E. Reinhardt,
professor of political economy at
Princeton University, said, "They
(doctors) are put in the position of telling patients, 'There's an empty bed.
There's a machine. There's an idle
surgeon. But the budget is limited;
therefore, go away.' "
Oregon's path to rationing was
largely charted by Oregon Health
Decisions (OHD), a private, not-forprofit bioethics group. Since 1983, OHD
has held statewide town hall meetings
to discuss issues that could lead to a
determination of the community's health
care priorities. OHD's recommendations
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Sublette, who has been with PHPMo
since its beginnings, said she believes
the 50/ 50 partnership works for both the
physicians and BCBSMo.
"The doctors know that they have a
voice in the operation," Sublette says.
"And BCBSMo has helped us with our
revenue and client base. The expansion
of the hospital network was an asset to
were used as the framework for the
Oregon law.
"Our goal is to shape health policy
and bioethics from the grass roots," said
OHD founder Ralph Crawshaw, M.D. "We
need to develop more awareness so
people can make choices about problems that are crucial to them. A community, a constituency of courage, can bring
that about . . . I want to see a moral,
democratic basis for these decisions."
Other, similar bioethics groups have
been launched in Arizona, California,
Colorado, Hawaii, Massachusetts, New
Jersey, Tennessee and Vermont. (Colorado legislators are currently considering
a bill modeled on the Oregon
approach.)
With each philosophical an:d actual
step toward health care rationing, tough
questions occur.
If health care rationing priority decisions must be made, who is qualified to
make them? If it's to be the bioethicists,
do we know who they are and on what
moral and intellectual imperatives they
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----------------Roy Heimburger and Louis W. Sullivan, M.D.

our clients in rural settings."
She credits Kaplan ; Smith; Basil
Pappas, BCBSMo vice president/ Corporate Taxes; and D. Ann Saladino, BCBSMo
vice president/ Health Benefits Management, for their ability to serve in dual
roles for PHPMo as a user of the PPO
network and part owner in the
corporation.
"BCBSMo management has been actively involved in the success of this
partnership," she said. "And I think
PHPMo has helped reintroduce BCBSMo
to mid-Missouri in a new light."
- Deborah Wiethop
will base their decisions? If it's to be government, does that mean the group best
able to lobby and carry the most clout
at the polls will get the biggest share of
our rationed health care? If the decisions
are to be made by consensus, will the
decision of a town hall meeting hold up
when it means that a real, living, breathing
75-year-old must walk in pain so that 400
equally real two-year-olds can be protected against measles?
If the budget crunch comes, what
new taxes are we willing to pay or how
far down the list of health care priorities
are we prepared to cut? If we are to
withhold access to medical technology,
who is to be the constituency for the
development of new technology?

•••
Gasoline rationing was a national
inconvenience designed to carry us
through a national emergency. We
learned to live with rationing during
World War II. We may not be able to
live with health care rationing.
-Jim Floyd
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Betsy Barrington

L

ike most modem secretaries,
Betsy Barrington has responsibilities that are key to her
department.
"I don't do much typing," said
Barrington, secretary to Ray Cross, vice
president/ Empire Systems, and Roger
Fischer, vice president/ Internal Systems.
"But working for two vice presidents
keeps me busy."
She reviews budgets, schedules
meetings, makes travel arrangements
and prepares invoices for programming
services and claims processing for the
Empire Blue Cross and Blue Shield Plan
of New York
Blue Cross and Blue Shield of
Missouri (BCBSMo) provides claims

processing services for more than 32,000
Empire customers. Their satisfaction is
important to the company's goals, and
Barrington's.
"It's a big issue here," Barrington
said. "When Empire requests something,
I work hard to get it together. Lots of
Empire employees come in to St. Louis,
and our people often travel to New York,
so I make all the arrangements."
A BCBSMo employee for three years,
Barrington said she enjoys working with
financial reports and learning more
about BCBSMo's systems.
"I like dealing with a lot of people
in different departments," she said. "And
I'm still trying to get a trip to New York"
■
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